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Board of Education
Unified School District No. 456
Melvern, Kansas 66510

INDEPENDENT AUDITORS’ REPORT ON FINANCIAL STATEMENTS

We have audited the financial statements of the individual funds of Unified School
District No. 456, Melvern, Kansas, as of and for the year ended June 30, 2011, as listed in
the table of contents. These financial statements are the responsibility of the District’s
management. Our responsibility is to express an opinion on these financial statements
based on our audit.

We conducted our audit in accordance with auditing standards generally accepted in the
United States of America and the Kansas Municipal Audit Guide. Those standards
require that we plan and perform the audit to obtain reasonable assurance about whether
the financial statements are free of material misstatement. An audit includes examining,
on a test basis, evidence supporting the amounts and disclosures in the financial
statements. - An audit also includes dssessing the accounting principles used and
significant estimates made by management, as well as evaluating the overall financial
statement presentation. We believe that our audit provides a reasonable basis for our
opinion.

As described more fully in Note 1, the District has prepared these financial statements in
conformity with the accounting practices prescribed by the State of Kansas to
demonstrate compliance with the cash basis and budget laws of the State of Kansas,
which practices differ from accounting principles generally accepted in the United States -
of America. The effect on the financial statements of the variances between these
regulatory accounting practices and accounting principles generally accepted in the
United States of America, although not reasonable determinable, are presumed to be
material.

In our opinion, because of the effects of the matter discussed in the preceding paragraph,
the financial statements referred to above do not present fairly, in conformity with
accounting principles generally accepted in the United States of America, the financial
position of the District as of June 30, 2011, or the changes in its financial position for the
year then ended.,



In our opinion the financial statements referred to above present fairly, in all material
respects, the cash and unencumbered cash balances of the District, as of June 30, 2011,
and its cash receipts and expenditures and budgetary comparisons for the year then
ended, on the basis of accounting described in Note 1.

|

Long CPA, PA
A Professional Association
Certified Public Accountant

September 28, 2011
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USD #456 MELVERN, KS
GENERAL FUND
Statement of Cash Receipts and Expenditures - Actual and Budget

For the Year Ended June 30, 2011

CASH RECEIPTS
Taxes and Shared Revenue
Ad valorem property tax
Delinquent tax
Motor vehicle tax
RV tax
Minerza! praduction tax
Federal pranis
State aid/grants
Charpes for services
Interest income
Miscellancous revenues
Operating transfers

Total Cash Receipts

EXPENDITURES

Instruction

Student suppert services

Instruction support staff

General administration

School administration

Operations and maintenance

Student transportation services

Cenlral support services

Other support services

Food service operations

Student activities

Facility acquisition and construclion services

Debi service

Operating transfers

Adjusiment to comply with
legal max

Adjustment for qualifying
budget credits

Total Expenditures
Receipts Over (Under) Expenditures

Unencumbered Cash, Beginning
Prior Year Cancelled Encumbrances

Unencumbered Cash, Ending
* Sce Note 11 (Cash Basis Exception)

See Note 12 (Statutory Presentation)

The notes to the financial stalements are an integral part of this stalement.

Statement 3

5

Variance-
Favorable
Actual Budget {Unfavarable)
5 272,405 g 264,870 3 7,625
6,353 3,987 2,366
0
0
)
121,324 44,102 71,222
2,016,638 2,186,918 (170,280)
0
0
300 800
]
2,417,610 2,499,877 (82,267)
712,935 703,000 (9,935)
31,384 30,500 (B84)
27,166 30,000 2,834
177,329 178,000 671
233,259 240,000 6,741
258,586 296,509 37,923
83,258 86,768 3510
0
0
0
0
0
0
R65,067 935,100 70,033
(111,693) {111,693)
800 800
2,388,984 $ 2.388.984 5 0
28,626
(202,098)
0
5 (173.472}



USD #4536 MELVERN, K8
SUPPLEMENTAL GENERAL FUND
Statemnent of Cash Receipts and Expenditures - Actual and Budget
For the Year Ended June 30, 2011

CASH RECEIPTS
Taxes and Shared Revenue
Ad valorem property lax
Delinquent tax
Motor vehicle tax
RV tax
Mineral production tax
Federal grants
State aid/grants
Charpes for services
Interest income
Miscellaneous revenues
Operating transfers

Total Cash Receipis

EXPENDITURES

Instruction

Student support services

Instruction support stalt

General administration

School administration

Operations and maintenance

Student {ransportation services

Central support services

Other support services

Food service operations

Student aclivities

Facility acquisition and construction services

Debt service

Operating transfers

Adjustment to comply with
legal max

Adjustment for qualifying
budget credits

Total Expenditures
Receipts Over (Under) Expenditures

Unencumbered Cash, Beginning
Prior Year Cancelled Encumbrances

Unencumbered Cash, Ending
* See Note 11 (Cash Basis Exception)

Sec Note 12 (Statutory Presentation)

The notes to the financial statements are an intepral part of this statement.

Statemeit 3

Varianee-
Favorable

Actual Budget (Unfavorable)
5 247,636 b 152,862 b3 {(5,226)

6,157 3.671 2,486
19,843 23,279 (3,436)
650 777 (127

0

]

215,393 189,424 23,969
0

0

648 648

0

490,327 470,013 20,314
244 708 311,300 66,792
7,246 (7.246)

0

0

0

55,096 85,000 26,904
0

0

0

0

]

0

0
153,950 66,500 (89,450)
0

0

463,000 b 463,000 by 0

27,327
(36,483)
0

5 {9.156)

6



USD #456 MELVERN, KS

Statement 3

VOCATIONAL EDUCATION FUND
Statement of Cash Receipts and Expenditures - Actual and Budget

For the Year Ended June 30, 2011

CASH RECEIPTS
Taxes and Shared Revenue
Ad valorem properly tax
Delinguent 1ax
Motor vehicle fax
RV tax
Mineral production tax
Federal prants
State aid/prants
Charpes for services
Interest income
Miscellancous revenues
Operating transfers

Total Cash Receipts

EXPENDITURES

Instruction

Student support services

Instruction support staft

General administration

Scheol administration

Operations and maintenance

Student transporiation services

Central support services

Other support services

Tood service operations

Student activities

Facility acquisition and construclion services

Debt service

Operating transfers

Adjustment 1o comply with
Iegal max

Adjustment for qualifying
budget credits

Toltal Expenditures

Receipts Over (Under) Expenditures
Unencumbered Cash, Beginning
Prior Year Cancelled Encumbrances

Unencumbered Cash, Ending

Variance-
Favorable
Actual Budget {Unfavorable)
b S 0
0
0
0
0
{
0
0
0
0
177,404 170,160 7,304
177,404 170,100 7.304
167,126 168,940 1,814
118 1,000 882
0
0
0
0
0
0
0
0
0
0
0
0
]
0
167,244 $ 169,940 S 2,696
10,160
19,840

()

30.000

The notes to the financial slalements are an integral part of this statement.

7



USD #4536 MELVERN, KS
SPECIAL EDUCATION FUND

Statement 3

Statement of Cash Receipts and Expenditures - Actual and Budget

For the Year Ended June 30, 2011

CASH RECEIPTS
Taxes and Shared Revenue
Ad valorem property tax
Delinquent tax
Motor vehicle tax
RV tax
Mineral production tax
Federal pranis
State aid/prants
Charges for services
Interest income
Miscellaneous revenues
Operating transfers

Total Cash Receipts

EXPENDITURES

Instruction

Student supporl services

Instruction support staff

General administration

School administration

Operations and maintenance

Student transportation services

Central support services

Other support services

Food service operations

Student activities

TFacility acquisition and construction services

Debt service

Operating transfers

Adjustment to comply with
legal max

Adjustment for qualifying
budpet credits

Total Expenditures

Receipts Over (Under) Expenditures
Unencumbered Cash, Beginning
Prior Year Cancelled Encumbrances

Unencumbered Cash, Ending

o

Variance-
Favorable

Actual Budget (Unfavorabie)

b g 0

0

0

G

0

{0

0

0

0

7.434 7,434

349,734 363,000 (15,266)
357,168 365,000 (7,832)

351,495 500,000 148,505

0

0

0

0

0

0

0

0

0

0

0

0

0

0

0

351,495 b3 500,000 b3 148,505
5,673
451,332
O
457,005

The notes 1o the financial statements are an integral part of this statement.

8



USD #456 MELVERN, KS
DRIVER TRAINING FUND

Stalement 3

Statement ol Cash Receipts and Expenditures - Actual and Budget

For the Year Ended June 30, 2011

CASH RECEIPTS
Taxes and Shared Revenue
Ad valorem property tax
Delinquent tax
Motor vehicle tax
RV tax
Mineral preduction tax
Federal grants
State aid/grants
Charges for services
Interest income
Miscellaneous revenues
Operating transfers

Total Cash Receipts

EXPENDITURES

Instruction

Student support services

Instruction support stafl

General administration

School administration

Operations and maintepance

Student transportation services

Central support services

Other support services

Food service operations

Student activities

Facility acquisition and construclion services

Debt service

Operating transfers

Adjustment to comply with
Iegal max

Adjustment for gualifying
budget credils

Total Expenditures

Receipts Over (Under) Expenditures
Unencumbered Cash, Beginning
Prior Year Cancelled Encumbrances

Unencumbered Cash, Ending

5

g

Variance-
Favorable
Actual Budpget {Unfavorable)
& 5 0
0
0
0
0
0
8l4 1,340 (726)
0
0
100 106
0
914 1,540 {626)
3,079 26,900 23,821
0
0
0
1,750 1,730
324 750 426
0
0
0
0
0
0
0
0
0
0
3,403 $ 29.400 3 25,997
{2,489
42,200
0
39,711

The notes to the financial statements are an integral part of this statement.

9



USD #456 MELVERN, K8
FOOD SERVICE FUND

Statement 3

Statement of Cash Receipts and Expenditures - Actual and Budget

For the Year Ended June 30, 2011

CASH RECEIPTS
Taxes and Shared Revenue
Ad valorem property tax
Delinquent {ax
Molor vehicle tax
RV tax
Mineral production tax
Federal grants
State aid/prants
Charges for services
Interest income
Miscellaneous revenues
Operating transfees

Total Cash Receipts

EXPENDITURES

Instruction

Student supporl services

Instruclion support staff

General administration

School administration

Operations and mainienance

Student transpoertation services

Central support services

Other support services

Food service operations

Student activities

Facility acquisition and construction services

Debt service

Operating transfers

Adjustment to comply with
legal max

Adjustment lor qualifying
budget credits

Total Expenditures

Receipts Over (Under) Expenditures
Unencumbered Cash, Beginning
Prior Year Cancelled Encumbrances

Unencumbered Cash, Ending

7]

Bl

Variance-
Tavorable
Actlual Budpet {Unfavorable)
§ b 0
0
0
0
]
100,239 84,566 15,673
1,370 1,284 286
34,909 37,453 (2,544)
2,327 5,000 (2,673)
1,171 1,171
25,000 45,000 (20,000)
165,216 173,303 (8,087)
0
0
0
0
0
0
0
0
¢
146,098 191,700 45,602
0
1
0
]
0
0
146,098 b 191,700 b 45,602
19,118
49,653
0
68,771

The notes to the financial statements are an integrat part of this statement.

10



USD #456 MELVERN, KS
CAPITAL OUTLAY FUND

Statement 3

Statement of Cash Receipts and Expenditures - Actual and Budget

CASH RECEIPTS
Taxes and Shared Revenue
Ad valorem property tax
Delinquent lax
Motor vehicle tax
RV tax
Mineral production lax
Federal grants
State aid/grants
Charges for services
Interest income
Miscellaneous revenoes
Operating transfers

Total Cash Receipts

EXPENDITURES
Instruction
Studenl {ransportation services
Instruction support stafT
General administration
School administration
Operations and mainlenance
Student support services
Central support services
Other support services
Food service operations
Student activities

For the Year Ended June 30, 2011

=)

Facility acquisition and construction services

Debt service

Operating transfers

Adjustment to comply with
legal max

Adjustment for qualifying
budget credits

Total Expenditures

Receipts Over (Under) Expenditures

Unencumbered Cash, Beginning

Prior Year Cancelled Encumbrances

Unencumbered Cash, Ending

Variance-
Favorable
Actual Budget {Unfavorable)
408 b3 5 408
1,338 1,338
4,128 4,825 (697
160 161 {1
0
0
0
0
6,179 6,179
46,609 46,609
104,255 50,000 54,155
163,077 34,986 108,091
33,332 280,000 246,668
20,000 20,000
0
4,354 (4.354)
2,552 (2,352
8,944 (8,944)
0
0
0
0
0
12,470 (12,470)
0
0
0
0
61,652 b 300,000 h) 238,348
101,425
662,534
0
763.939

The notes 1o the financial stalcments are an intepral part of this stalcment.

I



USD #4536 MELVERN, K8
PROFESSIONAL DEVELOPMENT FUND

For the Year Ended June 30, 2011

Statement 3

Statement of Cash Reeeipts and Expenditures - Actual and Budget

CASH RECEIPTS
Taxes and Shared Revenue
Ad valorem property tax
Delinquent tax
Motor vehicle lax
RV tax
Mineral production lax
Federal grants
State aid/grants
Charges for services
Interest income
Miscellancous revenues
Operating transfers

Total Cash Recelpts

EXPENDITURES

Instruction

Student support services

Instruction support staff

General administration

School administration

Operations and mainlendance

Student transportation services

Central support services

Other support services

Food service operations

Student activitics

Facility acquisition and construction services

Debt service

Operating transfers

Adjustment to comply with
lepal max

Adjustment for qualifying
budget credits

Total Expenditures

Receipts Over (Under) Expenditures
Unencumbered Cash, Beginning
Prior Year Cancelled Encumbrances

Unencumbered Cash, Ending

£

Actual

Variance-
Favorable
Budget (Unfavorable)

835
13,000

o i cue S o - Y s Y o B s BN e Y

oo
tad
L

10,000 3,000

15,835

10,000 3,835

7,417

11,200 3,783

c

- e <o Y g Y o T e I e B e T o

7417

b3 11,200 3 3,783

8418
16,940

The notes 1o the [inancial stalements are an integral parl of this statement,

12



USD #4536 MELVERN, K8

Statement 3

RECREATION COMMISSION FUUND
Statement of Cash Receipts and Expenditurcs - Actual and Budget

For the Year Ended June 30, 2011

CASH RECEIPTS
Taxes and Shared Revenue
Ad valorem property tax
Delinguent tax
Motor vehicle tax
RV tax
Mineral production tax
Federal prants
State aid/prants
Charges for services
Interest income
Miscellaneous revenues
Operating transfers

Total Cash Receipts

EXPENDITURES

Instruction

Student support services

Instruction support stafl’

General administration

School administration

Operations and mainlenance

Student transportation services

Community suppert services

Other suppord services

Tood service operations

Student activities

TFacility acquisition and construction services

Debt service

Operating transfers

Adjustment to comply with
legal max

Adjustment for qualilying
budget credits

Total Expenditures

Receipts Over (Under) Expenditares
Unencumbered Cash, Beginning
Prior Year Cancelled Encumbrances

Unencumbered Cash, Ending

g

o5

Variance-
Favorable
Actual Budgel (Unfavorable)}
15,111 % 15,267 $ (136)
473 225 248
1,511 1,774 (263)
51 39 (8)
0
0
0
0
0
0
0
17,146 17,323 (179)
0
0
0
0
0
0
0
14,658 19,000 4342
0
0
0
0
0
0
0
0
14,658 b3 19,000 $ 4,342
2,488
6,627
1]
9,115

The notes to the [nancial slatements are an intepral parl of this statement,

13



USD #4356 MELVERN, K8
GIFTS AND GRANTS FUND

Statement 3

Statement of Cash Receipts and Expenditures - Actual and Budget

CASH RECEIPTS

Taxes and Shared Revenue
Ad valorem property tax

Delinguent lax

Motor vehicle tax

RV tax

Mineral production tax
Federal grants
State aid/grants
Charges for services
Interest income
Miscellaneous revenues
Operating transfers

Total Cash Receipts

EXPENDITURES
Instruction
Student support services
Instruction support stalf
General administration
School administration

Operations and maintenance
Student transportation services
Community support services

Other support services
Food service operations
Student activities

For the Year Ended June 30, 2011

Faeility nequisition and construction services

Debt service
Operating transfers

Adjustment o comply with

legal max

Adjustment for qualifying

budget credits

Total Expenditures

Receipts Over (Under) Expenditurcs
Unencumbered Cash, Beginning
Prier Year Cancelled Encumbrances

Unencumbered Cash, Ending

Variance-
Favorable

Actual Budget (Unfavorable}

5 5 ) 0

0

0

0

0

¢

0

0

0

100 160

0

100 0 100

0

0

0

0

0

100 100

0

0

0

0

0

0

0

0

0

0

0 $ 100 3 100
100
100
0
b 200

Note - The Gifts and Grants fund is exempt from the budget law by K.8.A. 72-8210

The notes to the financial siatements are an integral part of this statermeat.
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USD #456 MELVERN, K8

KPERS SPECIAL RETIREMENT CONTRIBUTION FUND
Statement of Cash Receipts and Expenditures - Actual and Budpet

TFor the Year Ended June 30, 2011

CASH RECEIPTS
Taxes and Shared Revenue
Ad valerem property tax
Delinquent tax
Motor vehicle tax
RV iax
Mineral production tax
Federal grants
State aid/grants
Charpes for services
Interest income
Miscellaneous revenues
Operating transfers

Total Cash Receipts

EXPENDITURES

Instruction

Student support services

Instruction support stafT

General administration

School administration

Operations and mainlenance

Student transportation services

Central support services

Other support services

Food service operations

Student activilies

Facility acquisition and construction services

Debt service

Operating transfers

Adjustment to comply with
legal max

Adjustment for qualifying
budget credits

Total Expenditures

Receipts Over (Under) Expenditures
Unencumbered Cash, Beginning
Prior Year Cancelled Encumbrances

Unencumbered Cash, Endinp

The notes 1o financial statements are an integral part of this statement.

o

Statement 3

Variance-
Favorable
Actual Budpet {Unfavorable)}
5 b 0
0
0
0
0
o
110,916 138,658 (27,742)
0
0
0
0
110,916 138,638 {27,742y
78,640 97,138 18,318
1,200 1,200
887 (887)
10,759 14,000 3,241
10,093 13,000 2,907
71,875 10,000 2,125
0
0
0
2,662 3,300 638
0
0
0
0
0
0
110,916 3 138.638 b 27,742

15



USD #4356 MELVERN, K8
AT RISK FUND (K-12)

Stateipent 3

Statement of Cash Receipts and Expenditures - Actual and Budget

For the Year Ended June 30, 2011

CASH RECEIPTS
Taxes and Shared Revenue
Ad valorem property ax
Delinquent tax
Molor vehicle tax
RV iax
Mineral production tax
Federal pranis
State aid/grants
Charges for services
Interest income
Miscellaneous revenues
Operating transfers

Total Cash Receipls

EXPENDITURES

Instruction

Student support services

Instruction support. staff

General administration -

School administration

Operations and main{enance

Student transporiaion services

Central support services

Other support services

Food service operations

Student activities

Facility acquisition and construction services

Debt service

Operating transfers

Adjustment 1o comply with
legal max

Adjustment for qualifying
budget credits

Total Expenditures

Receipts Over (Under) Expenditures
Unencumbered Cash, Beginning
Prior Year Cancelled Encumbrances

Unencumbered Cash, Ending

=]

Variance-
Favorable
Actual Budget {Unflavorable)
5 b 0
0
0
0
0
]
0
0
0
0
314,623 350,000 (35,377)
314,623 330,000 (35,377)
314,251 361,150 46,899
0
0
0
23,850 0
0
0
0
0
0
0
0
0
0
0
0
314,251 £ 385,000 § 46,899
72
35,000
0
35,372

The notes to [inancial slalements are an integeal part of this statement.
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ASH RECEIPTS
Taxes and Shared Revenue
Ad valorem property tax
Delinquent tax
Motor vehicle tax
RV iax
Mineral production tax
Federal grants
State aid/grants
Charges [or services
Interest income
Miscellaneous revenues
Operating transfers

Tolal Cash Receipts

XPENDITURES
Instruction

Student support services
Instruction support staff
General administration
School administration

Operations and maintenance
Student transportation services

Central support services
Other supporl services
Food service operations
Student aclivities

USD #4536 MELVERN, KS
ANY NONBUDGETED FUNDS
Statement of Cash Receipts and Expenditures
For the Year Ended June 30, 2011

Contingency
Reserve Title 1

Statement 3

Texthook

70,710

15,000

15,000 70,710

3,266
20,000

23,266

74,693

Facility acquisition and construction services

Debt service

Operating transfers

Adjustment for qualifying
budpget credits

Total Expenditures

3,363 74,693

Receipts Over (Under) Expenditures 11,637 (3,983}

Unencumbered Cash, Beginning

168,779 3,983

Prior Year Cancelled Encumbrances 0 0

Unencumbered Cash, Ending

¥ 180,416

(o)
=

3

The notes to the financial statemenis are an integral part of this stalement.
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USD #4536 MELVERN, KS
ANY NONBUDGETED FUNDS

Statement of Cash Receipls and Expenditures

For the Year Ended June 30, 2011

Title VI-B
REAP

Title IIA
Teach Quality

Statement 3

Title 1D
Ed Tech

CASH RECEIPTS
Taxes and Shared Revenue
Ad valorem property tax b 3
Delinquent tax
Motor vehicle tax
RViax
Mineral production tax
Federal grants 19,786
State aid/grants
Charges for services
Interest income
Miscellaneous revenues
Operating transfers

Total Cash Receipts 19,786

15,127

EXPENDITURES
Instruction 19,786
Student support services
Instruction support staff
General administration
School administration
Operations and maintenance
Student transportation services
Central support services
Other supporl services
Food service operations
Student activities
Facility acquisition and construction services
Debt service
Operating transfers
Adjustment for qualifying
budget credits

15,300

Total Expendilures 19,786

15,300

Receipts Over (Under) Expenditures 0
Unencumbered Cash, Beginning
Prior Year Cancelied Encumbrances 0

=

{173)
173

Unencumbered Cash, Ending h 0 b

The notes 1o the financial stalements are an integral part of this statement.
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Statement 4

USD #456 MELVERN, KS
AGENCY FUNDS
Statement of Cash Receipts and Cash Disbursements
For the Year Ended June 30, 201 |

The notes te the financial slatements are an integral part of Lhis statement.
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Beginning Cash Cash Ending
Fund Cash Balance Receipts Disbursements Cash Balance
Melvern High School

Class of 2015 $ - i3 1,723 b 1,487 5 236
Class of 2014 379 1,407 627 1,159
Class o' 2013 909 1,320 464 1,765
Class of 2012 1,476 26,353 19,397 8,632
Class of 2011 7,627 10,781 18,408 -
Class o 2010 409 409 -
Class of 2009 130 130 -
Class of 2008 25 25 -
FFA 626 14,586 14,477 735
Student Council 689 3,067 2,645 1,111
FCCLA 544 1,671 1,801 414
FACS 59 317 263 113
FBLA 353 3,069 2,702 722
Letter club 507 503 675 335
M club 2,053 8,074 7,098 3,029
THT 493 20 513
Cheerleaders 164 1,990 2,119 35
Drama 181 181
Forensics - -
Quiz bowl - 378 378 -
Music club 824 2,487 2,364 947

Total 5 17,450 b 77.946 $ 75,469 5 19,927
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UNIFIED SCHOOL DISTRICT NO. 456
Melvern, Kansas

NOTES TO FINANCIAL STATEMENTS

NOTE 1 — Summary of Significant Accounting Policies

Financial Reporting Entity

USD No.456 1s a municipal corporation governed by an elected seven member
board. The district as an entity has been defined to include, on a combined
basis, (a) USD No.456 (b) organizations for which USD No. 456 is financially
accountable, and (c) other organizations for which the nature and significance
of their relationship with USD No.456 are such that exclusion would cause the
reporting entity’s financial statements to be misleading or incomplete. There
are currently no organizations which meet the foregoing criteria for being
combined in the District’s report.

Fund Descriptions

In governmental accounting, a fund is defined as an independent fiscal and
accounting entity with a self-balancing set of accounts recording cash and
other financial resources, together with all related liabilities and residual
equities or balances, and changes therein, which are segregated for the
purpose of carrying on specific activities or attaining certain objectives in
accordance with special regulations, restrictions or l[imitations.

The following types of funds comprise the financial activities of the District
for the year 2011:

Governmental Funds

General Fund — To account for the resources except those required to be
accounted for in another fund.

Special Revenue Funds — To account for the proceeds of specific revenue
sources (other than major capital projects) that are restricted by law or
administrative action to be expended for specified purposes.

Fiduciary Funds

Agency Funds — To account for assets held by a governmental unit in a
trustee capacity or as an agent for individuals, private organizations, other
governmental units, and/or other funds.
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UNIFIED SCHOOL DISTRICT NO. 456
Melvern, Kansas

NOTES TO FINANCIAL STATEMENTS

NOTE 1 — Summary of Significant Accounting Policies {Continued)

Statutery Basis of Accounting

The statutory basis of accounting, as used in the preparation of these statutory
basis financial statements, is designed to demonstrate compliance with the
cash basis and budget laws of the State of Kansas. Cash receipts are
recognized when the cash balance of a fund is increased. Expenditures include
disbursements, accounts payable and encumbrances. Encumbrances are
commitments related to unperformed (executory) contracts for goods and
services, and are usually evidenced by a purchase order or written contract.
For an interfund transaction, a cash receipt is recorded in the fund receiving
cash from another fund, and an expenditure would be charged in the fund
from which the transfer is made.

The municipality has approved a resolution that is in compliance with K.S.A.
75-1120a(c), waiving the requirement for application of generally accepted
accounting principles and allowing the mumclpahty to use the statutory basis
of accounting.

Departure from Generally Accepted Accounting Principles (GAAP)

The basis of accounting described above results in a financial statement
presentation which shows cash receipts, cash disbursement, cash and
unencumbered cash balances, and expenditures compared to budget. Balance
sheets that would have shown noncash assets such as receivables, inventories,
and prepaid expense, liabilities such as deferred revenues and matured
principle and interest payable, and reservations of fund balance are not
presented. Under accounting principles generally accepted in the United
States of America, encumbrances are only recognized as a reservation of fund
balance; encumbrances outstanding at year-end do not constitute expenditures
or liabilities. Consequently, the expenditures as reported do not present the
cost of goods and services received during the fiscal year in accordance with
United States generally accepted accounting principles. Capital assets that
account for the land, buildings, and equipment owned by the municipality are
not presented in the financial statements. Also, general long-term debt such as
general obligation bonds, temporary notes, and compensated absences are not
presented in the financial statements.

[S]
I~



UNIFIED SCHOOL DISTRICT NO. 456
Melvern, Kansas

NOTES TO FINANCIAL STATEMENTS

NOTE 1 - Summary of Significant Accounting Policies (Continued)

Reimbursed Expenses

Reimbursed expenses are defined as repayments of amounts remitted on
behalf of another party. All reimbursed expenses shown in the financial
statements meet the following criteria: 1) the related disbursement was made
in the current year on behalf of the payee, 2) the item paid for was directly
identifiable as having been used by or provided to the payee, and 3) the
amount of the reimbursed expense was directly tied to the amount of the
original cash disbursement.

Budgetary Information

Kansas Statutes require that an annual operating budget be legally adopted for
the general fund, special revenue funds (unless specifically exempted by
statute), debt service funds, and enterprise funds. The statutes provide for the
following sequence and timetable in the adoption of the legal annual operating
budget:

1. Preparation of the budget for the succeeding calendar year on or before
August 1%,

2. Publication in local newspaper of the proposed bud%et and notice of
public hearing on the budget on or before August 5",

3. Public hearing on or before August 15™ but at least ten days after
publication of notice of hearing,.

4. Adoption of the final budget on or before August 25

The statutes allow for the governing body to increase the originally adopted
budget for previously unbudgeted increases in revenues other than ad valorem
property taxes. To do this, a notice of public hearing to amend the budget
must be published in the local newspaper. At least ten days after publication,
the hearing may be held and the governing body may amend the budget at that
time. There were no budget amendments noted for the year 2011.



UNIFIED SCHOOL DISTRICT NO. 456
Melvern, Kansas

NOTES TO FINANCIAL STATEMENTS

NOTE 1 — Summary of Significant Accounting Policies (Continued)

Budgetary Information (Continued)

The statutes permit transferring budgeted amounts between accounts within an
individual fund. However, such statutes prohibit expenditures in excess of the
total amount of the adopted budget of expenditures of individual funds.
Budget comparison statements are presented for each fund showing actual
receipts and expenditures compared to legally budgeted receipts and
expenditures.

All legal annual operating budgets are prepared using the modified accrual
basis of accounting, modified further by the encumbrance method of
accounting. Revenues are recognized when cash is received. Expenditures
include disbursements, accounts payable, and encumbrances. Encumbrances
are commitments by the city for future payments and are supported by a
document evidencing the commitment, such as a purchase order or contract.
All unencumbered appropriations (legal budget expenditure authority) lapse at
year-end.

A legal operating budget is not required for capital projects funds and trust
funds and the following special revenue funds:

Title 11D Fund Title IIA Fund

Title VI - REAP Title I Fund
Contingency Reserve Fund District Activity Funds
Textbook Fund

Spending in funds which are not subject to the legal annual operating budget
requirement is controlled by federal regulations, other statutes, or by the use
of internal spending limits established by the governing body.

Inventories and Prepaid Expenses

Inventories and prepaid expenses which benefit future periods are recorded as
expenditures.



UNIFIED SCHOOL DISTRICT NO. 456
Melvern, Kansas

NOTES TO FINANCIAL STATEMENTS

NOTE 1 - Summary of Significant Accounting Policies (Continued)

Use of Estimates

The process of preparing financial statements requires the use of estimates and
assumptions regarding certain types of assets, liabilities, revenues and
expenses. Such estimates relate primarily to unsettled transactions and events
as of the date of the financial statements. Accordingly, upon settlement, actual
results may differ from estimated amounts.

NOTE 2 — Deposits and Investments

Deposits

K.S5.A. 9-1401 establishes the depositories which may be used by the district.
The statute requires banks eligible to hold the district’s funds have a main or
branch bank in the county in which the district is located and the banks
provide an acceptable rate of return on funds. In addition, K.S.A. 9-1402
requires the banks to pledge securities for deposits in excess of FDIC
coverage. The district has no other policies that would further limit interest
rate risk.

K.5.A. 12-1675 limils the district’s investments of idle funds to time deposits,
open accounts, and certificates of deposit with allowable financial institutions;
U.S. government securities; temporary notes; no-fund warrants; repurchase
agreements; and the Kansas Municipal Investment Pool. The district has no
investment policy that would further limit its investment choices. The district
had no investments during 2011.

Concentration of Credit Risk

State statutes place no limit on the amount the district may invest in any one
issuer as long as the investments are adequately secured under K.S.A. 9-1402
and KK.S.A. 9-1405.

Custodial Credit Risk — Deposits

Custodial credit risk is the risk that in the event of a bank failure, the district’s
deposits may not be returned to it. Staie statutes require the district’s deposits
in financial institutions to be entirely covered by federal depository insurance
or by collateral held under a joint custody receipt issued by a bank within the
State of Kansas, the Federal Reserve Bank of Kansas City, or the Federal
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UNIFIED SCHOOL DISTRICT NO. 456
Melvern, Kansas

NOTES TO FINANCIAL STATEMENTS

NOTE 2 - Deposits and Investments (continued)

Custodial Credit Risk — Deposits (continued)

Home Loan Bank of Topeka, except during designated “peak periods™ when
required coverage is 50%. All deposits were legally secured at June 30, 2011.

At June 30, 2011, the government’s carrying amount of deposits was
$ 1,546,712 and the bank balance was $§ 1,761,395, The bank balance was
held by one bank resulting in a concentration of credit risk. Of the bank
balance, $250,000 was covered by federal depository insurance and the
balance was collateralized with securities held by the pledging financial
institutions” agents in the district’s name.

Custodial Credit Risk — Investments

For an investment, this is the risk that, in the event of the failure of the issuer
or counterparty, the government will not be able to recover the value of its
investments or collateral securities that are in the possession of an outside
party. State statutes require investments to be adequately secured.

NOTE 3 — Defined Benefit Pension Plan

Plan Description — USD No. 456 participates in the Kansas Public
Employees Retirement System (KPERS), a cost sharing multiple-employer
defined benefit pension plan as provided by K.S.A. 74-4901, et seq. KPERS
provides retirement benefits, life insurance, disability income benefits, and
death benefits. Kansas law establishes and amends benefit provisions, KPERS
issues a publicly available financial report that includes financial statements
and required supplementary information. That report may be obtained by
writing to KPERS (611 S. Kansas; Topeka, KS 66603) or by calling 1-888-
275-5737.

Funding Policy ~ K.S.A. 74-4919 establishes the KPERS member-employee
confribution rate at 4% of covered salary. Member-employees’ contributions
are withheld by their employer and paid to KPERS according to the provisions
of section 414 (h) of the Internal Revenue Code. The State of Kansas is
required to contribute the remaining amouni necessary to achieve the
actuarially determined contribution rate. Kansas currently contributes 9.17%
of covered payroll. These contribution requirements are established by
KPERS and are periodically revised. Kansas’ contributions to KPERS for the



UNIFIED SCHOOL DISTRICT NO. 456
Melvern, Kansas

NOTES TO FINANCIAL STATEMENTS

NOTE 3 — Defined Benefit Pension Plan (continued)

year ended June 30, 2011 was $188,864,352 with a remaining balance due of
$64,969,692 which was received by July 12, 2011.

NOTE 4 - Risk Managsement

The District is exposed to various risks of loss related to limited torts; theft of,
damage to and destruction of assets; errors and omissions and natural disasters
for which the county carries commercial insurance. There have been no
significant reductions in coverage from prior years and settlements have not
exceeded coverage in the past three years.

NOTE 5 — Compliance with Kansas Statutes

We noted a violation of K.S.A. 9-1402, the Kansas Depository Security law,
during the period under examination.

NOTE 6 — Compensated Absences

Vacation is provided for all twelve month employees. Employees cannot carry
any vacation forward.

Sick leave accumulates at the rate of 10 days per year for all employees. A
maximum of 65 days of sick leave can be accumulated. Employees are
reimbursed at the end of each year at § 40 per day for all days for all days
accumulated over 65 days.

The district has not computed or recorded the potential liability.



UNIFIED SCHOOL DISTRICT NO. 456
Melvern, Kansas

NOTES TO FINANCIAL STATEMENTS

NOTE 7 — Interfund Transactions

Operating transfers were as follows:

Statutory
From To Authority Amount
General Fund Food Service Fund K.S.A, 72-6428 $ 10,000
General Fund Special Education Fund K.S.A. 72-6428 300,000
General Fund Vocational Education Fund K.S.A. 72-6428 121,695
General Fund Contingency Reserve Fund K.S.A. 72-6428 15,000
General Fund Capital Outlay Fund K.5.A. 72-6428 104,255
General Fund At Risk Fund K.5.A, 72-6428 279,117
General Fund Professional Development K.S.A. 72-6428 15,000
General Fund Textbook Fund K.S.A. 72-6428 20,000
Supplemental General Fund  gpecial Education Fund K.S.A. 72-6425 49,734
Supplemental General Fund - vocational Education Fund ~ K.S.A. 726425 55,710
Supplemental General Fund  ggod Service Fund K.S.A. 72-6425 15,000
Supplemental General Fund At Risk Fund K.S.A. 72-6425 35,506

NOTE 8 — Other Post Employment Benefits

As provided by K.S.A. 12-5040, the local government allows retirees to
participate in the group health insurance plan. While each retiree pays the full
amount of the applicable premium, conceptually, the local government is
subsidizing the retirees because each participant is charged a level of premium
regardless of age. However, the cost of this subsidy has not been quantified in

these staternents.

Under the Consolidated Omnibus Budget Reconciliation Act (COBRA), the
government makes health care available to eligible former employees and
eligible dependents. Certain requirements are outlined by the federal
government for this coverage. The premium is paid in full by the insured.

There is no cost to the government under this program.
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UNIFIED SCHOOL DISTRICT NO. 456
Melvern, Kansas

NOTES TO FINANCIAL STATEMENTS
NOTE 9 - Contingency

The District receives federal and state grants for specific purposes that are
subject to review and audit by federal and state agencies. Such audits could
result in a request for reimbursement by federal and state agencies for
expenditures disallowed under the terms and conditions of the appropriate
agency. In the opinion of the District’s management, such disallowances, if
any, will not be significant to the District’s financial statements.

NOTE 10 — Cash Basis Exception

The State of Kansas statutes exempt all funds from a cash basis violation if the
violation was as result of delayed payment by the state.

NOTE 11 — Subsequent Events

Subsequent events for management’s review have been evaluated through
September 28, 2011. The date in the prior sentence is the date the financial
statements were available to be issued.

NOTE 12 — Compliance with K.S.A. 72-6417 (d) and K.S.A. 72-6434 (d)

K.5.A. 72-6417 (d) and K.S.A. 72-6434 (d) requires the school district to
record any payment of general state aid that is due to be paid during the month
of June and is paid to the school district after June 30, as a receipt for the
school year ending on June 30. The following shows the revenue as required
by the Statutes:
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USD #456 MELVERN, K8
GENERAL FUND
STATUTORY REVENUES AND EXPENDITURES - STATUTORY AND BUDGET
For the Year Ended June 30, 2011

Note 12-
Variance-
Favorable
Actual Budgel (Unfavorable}
CASH RECEIPTS
Taxes and Shared Revenue
Ad valorem property tax 5 272,495 5 264,870 L 7,623
Delinquent tax 6,353 3,987 2,366
Motor vehicle tax 0
RV lax 0
Mineral production tax 0
Federal grants 121,324 44,102 77,222
Siate aid/grants 1,988,012 2,186,918 (198,906}
Charges for services 0
Interest income ]
Miscellaneous revenues 800 800
Operating transfers 0
Total Cash Receipts 1,388,984 2,499 877 (110,893)
EXPENDITURES
Instruction 712,935 703,000 (9,933)
Student support services 31,384 30,500 (884)
Instruction support staff 27,166 30,000 2,834
General administration 177,329 178,000 67t
Schoel administration 233,259 240,000 6,741
Operations and maintenance 258,586 206,509 37,923
Student transporlation services 83,258 86,768 3,510
Central support scrvices 0
Other support services o
Food service operations G
Student activities 0
Facility acquisition and construction services 0
Debt service 0
Operating transfers 865,067 935,100 70,033
Adjustment to comply with
legal max (111,693) (111,693)
Adjustment for qualifying
budget credits B00 800
Total Expenditures 2,388,084 h 2,388,984 3 Q
Receipts Over (Under) Expenditures 0
Unencumbered Cash, Beginning 0
Prior Year Cancelled Encumbrances 0
Unencumbered Cash, Ending S 0
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USD #456 MELVERN, KS

SUFPLEMENTAL GENERAL FUND
STATUTORY REVENUES AND EXPENDITURES - STATUTORY AND BUDGET

For the Year Ended June 30, 2011

Note 12-

CASH RECEIPTS
Taxes and Shared Revenue
Ad valorem property tax
Delinguent tag
Motor vehicle tax
RV tax
Mineral production lax
Federal grants
State aid/grants
Charpes [or services
Interest income
Miscellaneous revenues
Operating transfers

Total Cash Receipts

EXPENDITURES

Instruction

Studem support services

Instruction support s1aiT

General adminisiration

School administration

Operations and maintenance

Student transportation services

Central support services

Other support services

Food service operations

Student activities

TFacility acquisition and construction services

Debt service

Operating transfers

Adjustment to comply with
legal max

Adjusiment for qualilying
budget credits

Total Expenditures

Receipts Over (Under) Expenditures
Unencumbered Cash, Beginning
Prior Year Cancelled Encumbrances

Unencumbered Cash, Ending

Variance-
Favorable
Actual Budget {Unfavorable)
247,636 g 252,862 5 (5,226)
6,137 3,671 2486
19,843 23,279 {3,436)
630 771 (127}
0
0
188,807 189,424 (617)
0
0
648 648
0
463,741 470,013 {6,272)
244,708 311,500 66,792
7,246 (7,246}
0
]
0
55,096 85,000 29,904
0
0
0
0
0
0
0
155,950 66,500 (89,430)
0
0
463,000 3 463,000 § 0
741
1,320
{}
2,061
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